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lf you have any questions about this or need any additional

AiO+gO-2a45 or iohn. strode@ rittercommu n ications'com'
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CoNFIDENTIALFINANCIALINFoRMAToN-SUBJECT
ToPRoTEcTlVEonoinlNWCDoCKETNoS.l0-90,07.

rgs,65-g37,03-109, c' DocKET Nos' 01-92' 96-45' GN

DOCKET NO' 09-51' wt ooct<ET NO' 10-208', BEFORE

THiTTOCRAL COMMUNICATIONS COMMISSION

REDACTED.FOR PUBLIC INSPECTION

October 18,2013

Ms. Marlene Dortch
SecretarY of Commission
iederal 6ommunications Commission

44512th Street, S.W.

Washington, DC 20554

RE: Docket WC Nos. 1O-90 and 1 1 -42 FCC Form 481

Dear Ms. Dortch:

Please accept for filing the attactr-ed fo-ur copies of the.redacted' FCC Form 481 for E' Ritter

Terephone company (snc 401722). fr,irJiring is subject to section 0.549 of the Fcc's Rules'

Also included is an extra copy of the redacted filing that I request you to date stamp and return

io ," in the enclosed, postage paid envelope'

information, I can be contacted at

Wil,
John Strode
Vice President

attachments
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<030> ContactName: Person USAC should contact John Sttode
with s data

<035> Contact Telephone Number: 8703362345

Number oi the identitied in data line <030>

<039> Contact Email Address: JohD. St!ode@Ri.ltercommunications. com

<1OO> Service Quality lmprovement Reporting (con plct dndih.d wo*,hc.l)

tcompl.la dto Eh.d wo.tsha. ?)

lch.* to ind-rcot, c.ttificoaioa)

londdl.il d.t ,iptiv. doaumcot)

(ch2d< b hdi.ot c.iificotion)

( o ttodi E d daili pli v r d o c M a n t )

l.ompl.t cno.hd wotkrh..t)

lcmpl.h dd.o.h.d wotkshe.t)

l.o ilp l.E o fr ach. d w o ak sh.a tl

lily.s, cMplctc dtu.h.d wo*tha.t)

(.h.d lo hldi.oE c2rtifcoaion)

(otd ch d$cti puva d oEumat)

(il not, che.k b indi.otc cqtifrcolionl

lcofrpl.te aR ahed wotkth.ct)

l.omFl elc aata.h.d wdkthcet)

I.h.* bot wha conq!.t.)re\ffi

fl--]Iffiffi|

<300>

<310>

<320>

<330>

<500>

<510>

<600>

<610>

<700>

<710>

<800>

<900>

<2OO> Outase Reoorting (voice)

<210> lTl <- check box if no outages to report

<400> Number of Complaints per 1,oOO .g!g.""lro!99l-
<410> Fixed F" 

_l

<420> Mobile

<430> Number of Complaints per 1,000 cg!ry[@!$g]
<44{J> Fixed I-_l
<450> Mobile

Service QualiW Standards & Consumer Protection Rules Compliance

ffi
Funaionality in Emergency Situations

ffi
Company Price Offerings (voice)

Company Price Offerings (broadband)

Operatlng Companies and Affiliates--
Tribal Land Offerings (Y/N)? \-/

<1000> Voice services Rate Comparability

.roro'F.rroo,ffiOQ
<1110>

<1200> Terms and Condition for Lifeline Customers

Unfulfilled Service Requests (voice)

<2m0>
<2005>

<3000>

<3005>

Price Gap catrie6, Proceed to Price Cas Addition.l DoGumentation Worksheet

lncluding Rote-oJ-Retwn corriers offilioted with Price cop Locol Exchonge corrierc
(ch.ck to indicot. c.difc.uonl

l.qPl.a d'todt 2d @*sha ?)

RateofReturnGarriers,ProceedtoROBAdditionalDocumentationWorksheet
I Ehrk to ihdi.oL.6til @aon t
(compl ek atufi 1d w*sh..t)

1011012013 Page 1
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Opc6dtr8 Compantes

Co$ecdon Fm
FCC Fom /161

OMB CotrtDl l,lo. 3O6O-0!,85/OMB Control No. 3060-G19

<o10> srudy Area code {01'12

<035> ContactTel.phone ilumb€r_ N

<03$ Contact EmaI 4ddtSss' EmrilAddrosi oip

F rirr.r r.I..$an. f3n {v. ld.-

<811> iioldldEcohpany iltE'r cffilc'rloat f,otding!' tn''

<03S Cont.dNIEI

DrlEBuitne$ At Comprtryo.Etald DElin tloh
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FCC Fomi 481
OMB Control No. 305G.0986/oMg control No.

<o10> Study
EENBI&@

<015> Studv Nemc
20!l

<o20> Ycar

<030> Namc - Person USAC should contact this data

<O35> Contad . Number of data linr <030>

<O39> Contact Addregs - Email Addrcss of ld.ntifi.d in dat. linc <030>

Plcasc chcck this box to confirm no tlrrcstrial backh.ul

<1120> options exirt within thc supported arua pursuant to S 54.313(C)

Please check thir bor to confirm the reporting canier offers

broadband servicc of at lca5t I Mbp5 downstrcam and 256 kbps
<1130>-,*'-- ,pstream within thc supportcd area pursuant to 5 54.313(G)

J.M. at!6deoRi:t.r&MEidcion!. coi

tzt

EI
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Teims for Lifeline Customers FcC Fom tl81

oMti cont-l r.ro, 3060{986,/oMB control No.
Jutv 2013

3060{819

collec{ion Form

rhould contact

Numb.r - Number o,

Email Addre5s - Enail Addrr$ of

in data line <030>

io data linc <030>

ato!l a:r45

Job. gtrod{Ritt.doGruic.liou -.oi

<1210> Trrms & Conditions of Volce TelePhony Lifeline Plans

<1220> Unk ro Publi. Website

"Plaasc chcck thcsc boxc5 bclow to confim that the aBachsd PDF,

on line 1210, or th. wcbsite listcd, on linr 1220,

contains tha rcquired information puEuant to I
54,422(aX2) innual reporting for ETcs reclivint low'in.ome

slppqrt, carriers murt tnnuallV rcpgrtl

<1727> lnformation describing the tcrms and conditions of any voice

t!l.phony saryicc plans offctcd to Ufelinc subscribars,

<1222> Details on the nqmber of minuies providEd as part of thc plan,

<122!> Additional chrrger for toll calls, end ntes for each such plan.

Name of attached document (.Pdf)

E
E
E
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Prki Cri Crrhr addltlonll D6imiot tlon ICC Fom 481

oMg c6tol l{o. 3{Eo4}s6lOMB Cot*.oi ilo. 3060{819

Julv 2013
Coll.dldi Fom

,uppoil .r rdtdh tn {, Efs t g.ta(bl,(c},(rll,(.} th.lntorm.tlor rrpoftGd n4 lir!, tom $d ln llE docudlnB .t..i.d bdfl l5 .ccht!.

E

E
E
EI
HEI

lnd.hlntrl Conncd Am.tla Ph.t! I rcPoiln!
<!01D hd Ylar C.nifiGlion {47 CrR I 54.31jl{bl(1}l
<zolD 3rd V... Clnifiatlon (47 CFi S 54 313(b,l 2D

P,ic. Gp crnl.r R.c.ltlnt frer.r suppon crnlflt.tioh {a7 cfn I 54,3U(r}}
<201b z0:.:l Frozcn suPPod ccrllfEtlon
<201D 2014 Ftol.n SupPod c.dilic.tlon
(201ll) 2015 frotan Srppon C.difi.rlioi
<2o1S> 2015end tuiurc Frorcn supFofr c.nifia.t'6n

tdc. Ap Crrl!. Conn.dAm.tlt. ICC suPPon{{7 CFB ! 51,ru(d)}
<7D16> cenifiatlon Suppo,t usEd to Suild Itordb.nd

lonmd Amrtid Ph.s! ll R.Ponint {47 cFR 5 54 3r'3(.1}

<2017> 3rd yc.r Srddb.nd Sfll.r crililiotlon
<2O1D Sthyc.r E,ordblnd s.rui<! C.dlfiotion
<201$ lntlalm Proga$ C.nmcnbn
<202b ?l!.!c(h!.k th. bor toconfim that the rn.<hed PDF, on lin.2021,

.strlnsth. r.qsirrdirtorfflionPudrntlo! 5(!1:l {!ll3}{ii},.5.ru.ipiht
ofCAF Ph.sa,lsppodrh.ll prdldrthc numbca, n.m.t and addr.!*, ol
.ffimunlty.nchor lnnlsllont to whiEh ba8rf, PawldlnS:.Qstto brc.db.nd
erulcc h th! prceding olcnd.r Y..r.

<2021> lnt.rim proBrls GmmunhyAnchor lnsitutions il.me olAnrahad Docqm!f,t uilin8 Raqlkcd lnform.tlon
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a Reporting Car.ier

QM.9.99.n!rol ryo. 3050{986/OMB cootol No. 305&0819
July 2O1:l

Collaction Form

401722
<O10> StudvArra Cod.

<O1S> StudvA...Nam. E RITTER TEL CO

2 01{

<030> contact Name - Pcrson UsAc should contact rcmrdinE this data John sErode

<o35> contactT.lroh6n.Nufrhcr-Numberofo..sonidcntifi.dind.telinc<030> 87o3362345

<039> ContactEm.ilAddrcss-EmailAddrcsofpcrsonidcrtmcdindata,in.<O3O> John.SErodceRiltserc@EicatioM.com

TO 8E COMPLETED BY THE REPORTING CARRIER, IF THE REPORNNG CARRIER IS FITING ANNUAL REPORTING ON ITS OWN BEHATF:

Certiflc.tion of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or Ll Recipients

c€rtlfy that I am en otticer of th€ rrpodnt c.rlet my r€sponslbilltles lnclude enrurlnt the acEUncy ofthe rnnual reportint reqrirem€nts for universal reryi(e supporl
ecipilots; and, to thc best ofmy knowledBe, the itriomatiotr ,Eportcd on this form atrd in any attachmrntr is accurate.

'rame of Rcmrtine carricr: E RrrrER TEL m

dofAuth6.i2.dofficer: eERrrPrED ONLTNE Deic LO/7O12O13

,rintrd namc of Authorized officcr: Johd stlode

itlp 6r Dositian of A lOfficer: VF External Affairs

ielcohone numbcr of Authorircd officer: 870' 3f, 5 2f, {s

itudv Ar.a coda of Rcmrtind csricr: 404722 Filing Duc Dat. for this form' 10/15/2013

P.rioniwilltullymakintf.l..itatcm.nisonthisformcanb.punilhrdbyfinrorforfitur.und!.th.Communi@tiohsActof19f4,47U.S,C,55S02,503(b),orfn.orimprisonmcft
und.rTitl. 18 ofih! Unitcd St.t.5 Codc, l8 U.S.C. 5 1001.

,o10/2013 Pagc 12
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In establishing this certification in its 2005 ETC Order,r the FCC found that an

ETC must make "a specific commitment to objective measures to protect consumers." 2

The Commission found that for wireless ETCs, compliance with CTIA's Consumer Code

for Wireless Service would satisfr this requiremenf' and that the sufficiency of other

commitments would be considered on a case-by-case basis.3 In this context, the FCC

stated, 'oto the extent a wireline or wireless ETC applicant is subject to consumer

protection obligations under state law, compliance with such laws may meet our

requirement."4

E. Ritter Telephone Company, Inc. ("Company'') hereby certifies that it is

complying with applicable service quality standards and consumer protection rules. The

Company is subject to consumer protection obligations under state law. These

obligations include, but are not limited to, the following:

(1) filing a Local Exchange Tariff pursuant to the requirements of the Arkansas

Public Service Commission (APSC) which disclose rates, terms and conditions of service

to customers;

(2) consumer protection requirements goveming telephone providers which

require adherence to APSC's Telecommunications Providers Rutes goveming service

supplied by Telephone Providers (TP). The basic utility obligations include: (a) Each

I Federul-State Joint Board on Universal Sentice, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. Mar.

_17, 2005) C'2005 ETC Ordef').
'Id. atpua.ZE.
3 Id.lheFCC noted that under the CTIA Consuuer Code, wireless carriers agree to: "(l) disclose rates and terms of
service to customers; (2) make available maps showing where service is generally available; (3) provide contract
terms to customers and confir:n changes in service; (4) allow a trial period for new service; (5) provide specific
disclosures in advertising; (6) separately ideotiff carrier charges from taxes oa billing statemetrts; (7) provide
customeni the right to terminate service for changes to cotrkact terms; (E) provide ready access to customer service;
(9) promptly respood to consumer inquiries aud complaints received from government agetrcies; aod (10) abide by
policies for protection of consumer privacy. " Id. atr..'l l.
4 Id. atn-72.
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telephone provider shall provide all services and offerings on a continuous 24 hour basis.

For example: (i) Local and toll switched or non-switched circuits and functions. (i0

Equipment or personnel to receive customer touble reports; and (iii) Emergency repair

service. Each TP shall operate and maintain its entire system so that service is safe,

adequate, and reliable. Each TP shall inspect its entire system as necessary to have a

reasonable knowledge of the system's condition at all time.

(3) In accordance wittr APSC Rule 2.01.8, E. Ritter Telephone Company

provides the following information in the Customer Information section of its directory

(Pages 3 - 13 of the 2013 Directory):

(a) A list and description of all rates for basic local exchange acoess

service and any discounts which would apply to that service;

O) All billing plans and options available to the customer;

(c) A summary of rules and procedures for the payment, refirnd, and

guarantee ofdeposits;

(d) A sumrnary of billing rules and procedures;

(e) An itemized bill description, if not shown on the bill;

(f) Procedures for veriffing the accuracy of a bill;

(g) A description of any automatic adjustment charge;

(h) A summary of the rules and procedures for paying bills to include

payments made to authorized payrrent agents;

(i) A summary of the delayed payment agreernent rules and procedr:res -
information on delayed payment agreements shall say that a customer who is
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having difficulty paylng a LEC bill may, if qualified, make payments in

installments;

fi) A summary of the rules and procedures for suspension, reconnection,

and termination of service;

(k) The options available to customers to avoid shut-offof service when a

customer is away for an extended period;

(1) A summary of the rules and procedures for giving someone else notice

before shutting off a customer's seryice (Third-Party Notification procedures);

(m) A sunmary of the rules and procedures for helping households avoid

shut-offwhen there is a serious medical condition, elderly customer, or customer

who is an individual with disabilities;

(n) The local andlor toll-free telephone numbers, and a statement that the

customer may contact the LEC for a list of authorized payment agents in ttre

customer's area;

(o) Procedures for making a complaint to the LEC and the APSC;

(p) Toll-free and local telephone numbers of the APSC and the mailing

and street address of the APSC;

(q) A statement that these Rules are available tlrough each LEC's

business office.

Customer billing guidelines set forttr in APSC Telephone Providers Rules Section 5 Billing

state that each bill shall contain the following information:

1. Name and telephone number or identiffing number under which service is billed;

2. The beginning and ending dates of the bitling period;
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3' The net arnount of all payments and other credits made to the account during the billing

period;

Any previous balance due;

The amount of any "late payment charge" and an explanation of when it will apply;

The date the bill was mailed;

A list of all charges or credits, including: a) Deposit installments; b) Deposit refuods; c)

Automatic adjustments; d) customer or minimum charges; e) Taxes, listed by kind; 0

Charges for other utility service; g) Charges for non-utility merchandise, service or

equipment; h) Basic service; i) Federal end user cornmon line charge j) Equipment; k)

Custom calling services.

If a LEC uses industry-specific abbreviations for terms that explain the billing, it shall

identifu them on thebill;

A statement that the customer may contact the LEC about any problem with bilting or

service, or for a delayed payment agreement. The statement shall include an address and

a telephone numberwhere customers can call the LEC without charge.

In addition, the Company is subject to consumer protection obligations under state law relating

to truth-in-billing requirements, CPNI, Red Flag Rules and other applicable federal and state

requirements governing the protection of customers' privacy.

4.

5.

6.

7.

9.
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E. RITTER TELEPHONE CO., INC. 40L722ar610.pdf

E. Ritter Telephone Co., lnc. (The Company), hereby cerlifies that it is able to

function in emergency situations as set forlh in $54.202(a)(Z).t fhe Company's network

is designed to remain functional in emergency situations without an extemal power

source, is able to reroute traffic around damaged facilities, and is capable of managing

haffic spikes resulting from emergency situations as required by Section 5a.202(a)(2).

The Company can change call routing translations as needed to reroute traffic around

damaged facilities. Changing call routing translations will also allow the Company to

manage traffic spikes throughout its network, as emergency situations require.

Specifically, each central offrce building is supplied with standby generators and

baftery back-up that enable the central office to keep running until power is restored so

long as fuel is available, or until system changes are made to reroute traffic. The

Company has battery backup at all office locations and in its elecffonic equipment sites.

Length of run time is determined by the equipment serving the area and the number of

customers working out of the equipment. Generators are installed at all Cental Office

locations. They will continue to run as long as the Company has access to fuel for

generators.

Section 5a.202(a)(2) requires ETCs that are designated by the Commission to "demonstrate its ability to remain

functional in emergency situations, including a demonstration that it has a reasonable amount of back-up power

to ensure functionality without an external power source, is able to reroute traffic around damaged facilities, and

is capable of managing traffic spikes resulting from emergency situations."
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LIFELINE SERVICE

10.1 Service - Lifeline Service is a service offered to certain qualifled residential
customers of the Company. This service provides for a discount from the
local access rate charged by the Company.

The Company will also seek a waiver to the maximum amount authorized
by the Federal Communications Commission ('FCC') of the federal
customer line charge ('SLC.) to be applied under its approved lifeline
plan.

1O.2 Qualification - Lifeline Service is available only to Food Stamp, federal
public housing assistance or Section 8 programs, Low lncome Home
Energy Assistance Program, Medicaid (including Supplemental Security
Income), Aid to Families with Dependent Children recipients, recipients of
Temporary Assistance to Needy Families, participants in the National
School Lunch free lunch program, or families whose household income
falls below 135o/o of the Federal Poverty Guideline. A directory listing (if
desired) and billing for Lifeline Service will only be provided in the name of
and at the address of the certifled recipient.

Lifeline Service customers will self certify annually that they continue to be
eligible.

10.2.1 The Customer will certify under penalty of perjury that the
information supplied at the time of application for Lifeline service is
accurate. The Company will obtain sufficient documentation from the
customer to verify that the customer qualifies for Lifeline and an officer of
the Company will certify that the Company has procedures to review the
application for Lifeline Service in accordance with 47 U.S.C. Part 54.

T'
(AT)

Section V

1d Revised Sheet No. 5 Replacing Originalsheet No. 5

ALL EXCHANGES

E. RITTER TELEPHONE COMPANY
DBA RITTER TELEPHONE COMPANY

LOCAL EXCHANGE SERVICE (cont.)

lssued: Effective: June 22, 2A05By: John D. Strode, President
E. RFTER TELEPHONE COMPANY

DBA RITTER TELEPHONE COMPANY
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10.3 Rate - The amount of the Lifeline Service discounted rate, which will be
deducted from the normal residential access rate is as follows:

(CT) One-Party Residential $2.75
The above amount will be in addition to any reduction in the SLC by the
FCC.

PREPAID LOCAL SERVICE (PLS)

1. GENERAL

1.2.

Prepaid Local Service (PLS) is a service otfering which provides residence
customers one month of access to the public switched network upon
acknowledged receipt of cash payment at an authorized payment agency.

PLS provides access to the public switched network via a voice grade
facility, the ability to place and receive calls, Touch Tone, a standard
directory listing, and blocking of access to services with usage sensitive
charges.

The following tarifted services are also optionally available to PLS
customers: Caller lD; Call Waiting; Call Forward; Speed Calling; Warm
Line; Non-listed Directory Listings; Non-published Directory Listings; Extra
Listings; 3-Way Calling; Auto-Call Back; Auto-Call Retum.

1.1.

1.3.

2.

1.4. The following non-tariffed
optionally available to PLS
Rate Set Handling.

REGULATIONS

services offered through Ritter are also
customers: Flat Rate Jack Installation, Flat

2.1.

2.2.

PLS service is available for residential customers only.

PLS will be provided for a period of one month upon acknowledged receipt
of payment.

ARKANSAS PUBLIC SERVICE COMMISSION

Section V

2nd Revised Sheet No. 6 Replacing 1$ Revised Sheet No. 6

ALL EXCHANGES

E. RITTER TELEPHONE COMPANY
DBA RITTER TELEPHONE COMPANY

LOCAL EXCFIANGE SERVICE (cont.)

lssued: Effective: May 10, 2012By: John D. Strode, Vice President
E. RITTER TELEPHONE COMPANY
DBA RITTER TELEPHONE COMPANY
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E. RITTER TELEPHONE COMPANY

Financial Statements

December 3l,2Al2 and 2011

(With Independent Auditors' Report Thereon)
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KPMG LLP
Sulte S)0
50 North Front Street
Memphis, TN 38103-1194

Independent Auditors' Report

The Board of Directors
E. Ritter Telephone Company:

Report on the Financial Statemenls

We have audited the accompanying financial statements of E. Ritter Telephone Company (a wholly owned

subsidiary of E. Ritter Communications Holdings, Inc.,) which comprise the balance sheets as of
December 3l,2Ol2 and 2011, and the related statements of operations and retained earnings, and cash

flows forthe years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accord*"" with U.S. generally accepted accounting principles; this includes the design, implementation,

and maintenance of intemal control relevant to the preparation and fair presentation of financial statements

that are free from material misstatement, whether due to fraud or enor.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted

our audits in accordance with auditing standards generally accepted in the United States of America' Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

frnancial statements. The procedures selected depend on the auditors'judgment, including the assessment

of the risks of material misstatement of the financial statements, whether due to fraud or elror. In making

those risk assessments, the auditor considers intemal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the

tircumstances, but not for the purpose of expressing an opinion on the effectiveness ofthe entity's internal

control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,

as welt as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly in all material respects, the financial
position of E. Ritter Telephone Company as of December3l,2012 and 2011, and the results of its

operations and its cash flows for the years then ended in accordance with U.S. generally accepted

accounting principles.

t(?l,"t<- LP

KPirG Ll,P i5 . Odffi rmil8d iElrlty l{lneBhlP,
lr€ u.S. menbs ilm ol KFMG lnten6uon.l Cege0vG
fKPillG htrnauo.tro, r Su'lt! s0ty

March 2E, 2013
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E. RITTER TELEPHONE COMPAI[Y

Balance Sheets

December 31, 2012 arld20ll

Assets 2ol2

Current assets:

Cash and cash equivalents
Accounts receivable, aet
Deferred income taxes

Materials and supplies
Income taxes receivable from E. Rifter & Company
Other

Total current assets

Noncurrent assets:

Nonregulated investnents, net
lnvestneots
Deferred income taxes

Total noncurrent assets

Telephone plant:
In-service

Less accumulated depreci ation

Net telephone Plant

Liabilities and Stocliholder's Equity

Cunent liabilities:
Accounts payable
Due to affiliates
lncome taxes payable to E. Ritter & Company
Accrued expenses
Customer deposits and advance billings

Total current liabilities

Defened credits and other liabilities:
Investment tax credits
Advance billings
Other

Toal deferred credits and other liabilities

Stockholder's equity:

""mn'.'i;,t#J:*3 
Authorized f ; is sued

AO.,'OD'r Par.--ffi
Retained earnings
Accumulated other comprehensive income

Total stockholder's equitY

See accompanying notes to frnancial statenents.
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E. RITTER TELEPEONE COMPAI{Y

Statemerts of Operations aud Retained Earnings

Years ended December 37,2012 and 201I

2012 20tl

Operating revenues:
Local seryice
Network access
Long distance
Other
Nonregulated sales

Total operating revenues

Operating expenses:
Plant operations
Depreciation
Customer operations
Corporate operations
Nonregulated expenses
Taxes - other than income taxes

Total operating expeuses

Operating income

Other income (expense):
Interest income
Interest expetrse
Loss on sale or abandonment ofassets

Total other expense, net

Income (loss) before income taxes

Provision (benefit) for income traxes

Net income (loss)

Retained eamings:
Beginning of year
Dividends

End ofyear

See accompanying notes to financial statements.
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E. RITTER TELEPHONE COMPAI.IIY

Statements of Comprehensive Income (Loss)

Years ended December 31,2012 aud 2011

Net incorne (loss)

Other comprehensive income, net of tax:
Unrealized holding gains arising during period

Other comprehensive income

Comprehensive income (loss)

See accompanying notes to financial statements.
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E. RITTER TELBPEOhIE COMPAI{Y

Statements of Cash Flows

Years ended December 31,2012 and 201 I

2012 20tt
Cash flows from operating activities:

Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided

by (used in) operating activities:
Noncash operating activities:

Depreciation
Change in deferred credits
Change in deferred taxes
Uncollectible operating revenues
Loss on sale or abandonment ofassets

Changes in operating assets and liabilities:
Accounts receivable
Materials and supplies
Accounts payable
Due to affiliates
lncome ta,res payable
Accrued expenses
Customer deposits and advanced billings
Other, net

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Purch ase of inveshnents
Capital expenditures

Net cash used in investing activities

Cash flows from financing activities:
Payment of dividends

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents:
Beginning of year

End ofyear

Supplemental cash flow disclosures:
Income taxes paid
Interest paid to E. Ritter Communications Holdings, Inc.

See accompanying notes to financial staternents.
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E. RITTER TELEPEONE COMPANY

Notes to Financial Statements

December 31,2012 and 201I

(I) Organization and Summary of Significant Accounting Policies

(a) Organization

E. Ritter Telephone Company (the Company) is a
Communications Holdings, Inc, (RCH or the Parent),
E. Ritter & Company (ERC).

The Company provides local service, network access, high speed data service, long-distance, and
other telecommunications products and services to businesses and individuals in Northeastern

fl lry;:"llifi #1'',1*lJi,,:T#I,,iilfi$iff*irl'tfffu{m
customers, respectively. In addition, approximal
customers had selected the Company as their primary long-distance service provider as of
December 31,2012 and 2011, respectively.

General Disclosure of Regulatory Matters

The Company's telephone operations are regulated in nature and its telephone accounting records are
maintained in accordance with the rules and regulations of the Arkansas Public Services
Commission, which substantially adhere to the rules and regulations of the Federal Communications
Commission, The Company's regulated operations are subject to the provisions of Financial
Accounting Standards Board Accounting Standards Codification Topic 980, fugulated Operations.
The Company's regulated operations were subject to the provisions of regulatory accounting under
which actions by regulators can provide reasonable assurance ofthe recognition ofan asset, reduce
or eliminate the value of an asset, and impose a liability on a regulated enterprise. Such regulatory
assets and liabilities are required to be recorded and, accordingly, reflected in the balance sheets of
an entity subject to regulatory accounting.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the amounts of assets, Iiabilities, revenues and expenses, and disclosure of contingent assets and
liabilities at the date of the financial statements. The estimates and assumptions used in the
accompanying financial statements are based upon management's eyaluation of the relevant facts
and circumstances as of the date of the financial statements. Actual results realized may differ from
these estimates.

Cash Equivalents

The Company considers all highly liquid shortterm investments purchased with a maturity of three
months or less to be cash equivalents.

Materiols and Supplies

Inventories are valued at the lower of cost (determined using average cost method) or marke! except
for copper wire and fiber optic cable inventories, which are valued at the lower of cost (determined
using specific identification method) or market.

wholly owned subsidiary of E. Ritter
which is a wholly owned subsidiary of

(b)

(c)

(d)

(c)

(Continued)
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E. RITTER TELEPIIONE COMPANY

Notes to Financial Statements

December 31,2012 and 2011

Telephone Plant and Depreciation

Telephone plant in-service is stated at original cost, including general overhead capitalized and an
atlowance for funds used during construction. For financial reporting pulposes, the Company
provides for depreciation using straight-line composite rates over the estimated useful lives ol the
assets. Telephone plant not subject to regulation is included in nonregulated investrnents.

When telephone plant is retired, the original cost, net of salvage, is charged against accumulated
depreciation. The cost of maintenance and repairs of telephone plant, including the cost of replacing
minor items not affecting substantial betterments, is charged to maintenance expense as incuned.
When nonregulated property is retired, the cost of the properry and the reiated accumulated
depreciation are removed from the balance sheets, and any gain or loss on the transaction is
recorded.

D_u1ing 2011, the Company abandoned its Marked Tree, Arkansas administrative office building.
This building represented substantially all of the buildings asset class and the remaining net book
varue of inrs orr,,orng,f was cnargeq to expense,

Lang-LivedAssas

The Company reviews the carrying value of its long-lived assets (telephone plant) for impairment
whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated future cash flows expected to result from its use and eventual
disposition. When undiscounted expected future cash flows are less than the carrying value, an
impairment loss is recognized equal to an amount by which the carrying value exceeds thi fair vatue
of the asset. The factors considered by the Cdmpany in performing this assessment include current
operating results, trends and prospects, as well as the effects of obsolescence, demand, competition
and other economic factors.

Revenue Recognition - Network Access and Long-Distance Settlements

Revenues are recognized when eamed and are primarily derived from usage of the Company's local
exchange networks and facilities. The Company accrues unbilled revenues earned from thi date of
the customers' last billing to the end of the accounting period.

The Company also participates in revenue pooling arrangements with other local service providers.
Such pools were funded by local interexchange carriers and other providers of telecommunications
services. Settlements with these revenue pooling arrangements are subject to retoactive adjustments
from the pool members. The impacts of these adjustments are recorded in the period in which they
are reported to the applicable pool administrator. During 2012 and 201l, the ComDany recorded
uu!-vr-l&rrvu lNvurr' ruJulrrrrErrlr ,, I,.u.cr'ass ru carntnEs, uno Itoecrease to
earnings) in network access revenue, respectively.

Income Taxes

Income taxes are accounted for using the asset and liability method. Deferred taxes are recogrized
for the ta,x consequences of temporary differences by applying enacted statutory rates applicable to
future years to differences between the financial statement carrying amounts and the tax bases of

a

k)

(h)

o

(Continued)
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E. RITTER TELEPHONE COMPANY

Notes to Financial Statements

December 31,2012 and 2011

existing assets and liabilities. The Company is included in the ERC consotidated federal and state tax
retums. Income tax expense is calculated on a separate return computational basis.

The Company recognizes tax positions that are more likely than not to be sustained. The Company
has determined that it does not have any material unrecognized tax benefits as of December3l,
2012. Years ending on or after December31,2010 remain subject to examination by federal and
state authorities.

Accoants Receivable

Accounts receivable are stated at the historical carrying amounts net of write-offs and allowances for
doubtful accounts. The allowance for doubtful accounts reflects the Company's best estimate of
probable losses inherent in the Company's receivables determined on the basis of historical
experience, market conditions, current trends and any specifically identified customer collection
issues. Uncollectible accounts are written off when a settlement is reached for an amount that is less
than the outstanding historical balance or when the Company has determined that collection of the

ffi:',-fi*r:3|,2al2and20ll,theCompanyhadrecordedallowancesof
Foir Volue ofAssets and Liabilities

The Company has estimated the fair value of its financial instruments using available market
information or other appropriate valuation methodologies. Considerable judgment, however, is
required in interpreting market data to develop certain estimates of fair value. Accordingly, certain
estimates are not necessarily indicative of the amounts that the Company would realize in a current
market exchange.

The carrying value ofcash and cash equivalents, accounts receivable, accounts payable, and due to
affiliates approximates fair value because of the short maturity of those instruments.

Subsequent Events

The Company has evaluated the effect subsequent events would have on the financial statements
through March 28, 2013, which was the date the financial statements were available to be issued.

Telepbone Plant

Telephone plant in-service at December 3l is as follows:

Estimated
useful lives

Land
Support assets
Central office switching
Central office transmission
Cable and wire facilities

a)

(k)

(t)

a\

(Continued)
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E. RITTER TELEPEONE COMPANY

Notes to Financial Statements

December 31,2012 and 20ll

Depreciationexpensefortelephonepl,nt*,'Efor2012and20ll.respectively.The
prwision, as a percentage of the average uatan6Tiffif,I6iffi-service, *"rI iizoii
and 201l, respectively. The Company periodically evaluates the depreciable lives oTffiilffiplant and
equipment and makes adjustmenb to its depreciation rates accordingly.

(3) Income Taxes

The components ofthe provision (benefr$ for income taxes are as folrows:

20t2
Current:

Federal
State
Investment tax credits

Deferred:
Federal
State
Excess defened taxes (regulatory)

The differences between the federal statutory rate and the Company's

Federal statutory rate
State income taxes - net offederal benefit
Other

(Continued)
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E, RITTER TELEPHONE COMPANY

Notes to Financial Statements

December 3l,ZAl2 and 201 I

Jf tax. effects of temporary differences that give rise to significant components of the Company,s net
deferred income taxes at December 3l are as follows:

20t2 20tt
Current defened tax assets (liabilities):

Allowance for doubtful accounts
Marketable equity securities
Advance billings
Other

Net current deferred tax assets

Noncurrent deferred tax assets ( liabil iti es) ;

Advance billings
Telephone plant

Net noncurrent deferred tax assets

In assessing the realization of defened tax assets, management considers whether it is more likety than notthat some portion or all of the defened tax assets will not be realized. The ultimate realization of defened
tax assets is dependent upon the generation of future taxable income during the periods in which ttrose
temporary differences become deductible. Management considers the sched-uled rlversal of deferred tax
Iiabilities (including the impact of available carryback and carry-forward periods), projected futuie taxable
income and tax planning_shategies in making this assessment. Based upon the level of historical taxable
income and projections for future ta:<able income over the periods in which the deferred tax assets aredeductible, management believes it is more likely than not t'hat the company will realize the benefits of
these deductible differences at December3l, zotz. the amount of the deferred tax asset considered
realizable, however, could be reduced in the near term if estimates of future taxable income during the
carryforward period are reduced.

l0 (Continued)
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E. RITTER TELEPHONE COMPANY

Notes to Financial Statements

December 31,2012 and 201I

(4) Nonregulated fnvestments, Net

Nonregulated investments, net, at December 3l consist of the foflowing:

Estimeted
useful lives

Station apparatus
Station apparatus - mobile
Public telephone terminal equipment

Accumulated depreciation

Inventory

Income from nonregulated investments is as follows:

Sales:
Customer premises equipment revenues
Internet access
Other income

Total sales

Costs:
Cost of customer premises equipment
Internet access and administrative charges
General and administrative

Total cost ofproducts sold

Pretax income (loss) from nonregulated
investments

20112012

II (Continued)
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E. RITTER TELEPHONE COMPAI\TY

Notes to Financial Statements

December 31,2012 and 201I

(5) Operating Leases

related to this plan was
costs from RCH.

Mauagement fees - RCH
lnformation technolory/bill ing:

Tri-County Telephone - Elition Software
Interest expense - RCH

respectively, and is included in the allocation of employee

2012 2011

The company participates with ERC and ERC's subsidiaries in an employee savings plan undersection4Ol(k) of the Internat Revenue. code (the40l(k) Plan) coverinj ruurt*tiuily all full-timeemployees. Employees may elect to contribute a portion oitfieir etigiute p."6 ;d;;rutio, up to certainIimits as specified by the 401(k) Plan. The co*iury-glro *"k"r_*ngaf contributions to the agt(k) plan,Expensefor20l2and20lIreIatedtothisplan**|ts;;;;;';*i-i,,in"tuaedinthe
allocation of employee costs from RCH.

(7) Related-PartyTransactions

significant portions of accounting and administrative services are provided to the company by RCH.These services are primarily billed to the company in the form of a management fee. charges to theCompany from affiliated entities are catculatea tasea upon-"ort and a ratJof retum to provide suchservices as prescribed by the regutatory process. Charges for these services are as follows:

t2

The company leases certain real estate and vehicles under operating leases. Rental expense under theseleases-was- in2al2 and 2011, respectivlly. rrTure minimum lease payments underthese leases are as follows:

(6) Employee Beneft plans

The company leases all its employees from RCH, and all related costs are allocated to the Company.

The Company participates with ERC and ERC's subsidiaries in a noncontributory defined benefrt pensionptan covering substantially all of the employees of ERC and its subsidiaries. pension benefits are based on

*:,H:?-.:'r^I:1': gl"j:^1,:^"_d:-Tl:1i"g compensation, ER!,s rf*"* poticy is to ,"tirrv ir," funding

::fllTTT: 1{ -,h" 
E*g1g1E1glrylncome Sscurity Act of iefi." ffi;;;, 

"d;';01 ilil; ii
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ffi.!"...,, 
*. ",'"""'"d''Ill,;|1rr,;|r;il,i::ffiilff: based on RCH's capitar structurs which

Receivables (payables) arising from related-party tansactions at December 31 are as follows:

2012 20tt
Ritter Communications, [nc.
RCH
Tri-County Telephone, Inc.
Ritter Transport
E. Ritter Seed Company
Ritter Cable Corporation

(8) Concentrations of Credit Risk

Cash deposits in excess of operating requirements are swept daily to overnight investment accounts
ovemment-backed securities. At December3l,20lz and 2011, the company also had

, respectively, in a repurchase agreement with Liberty Bank of Arkansas
collateralized by govemment-backed securities.

During2012@nuesettlementsreceivedfromtheNationalExchangeCarriersAssociation
represinted-, respectively, of total revenues.-During 2012 aid 2011, net revenue
settlements from the Arkansas Universal Service Fund represented respectively, oftotal
revenues. No other entity accounted for more thanf oitotar rrrrfllutilil and 201 1.

l3
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March 27,2013

KPMGLLP
50 N Front St #900
Memphis, TN 38103-1109

Ladies and Gentlemen:

Y" *. providing this letter in connection witlr your audits of the balance sheets of E. Ritter Telephone
Company (ttre Company) as of December 31, 2Al2 and 201lthe related statements of income and reiained
earnings, comprehensive income (loss) and cash flows for each of the years then ended, and the related
notes to ttre financial statements, for the purpose of expressing an opinion as to whether these financiat
statements present fairly, in all material respects, the financial position, results of operations, and cash
flows of the Company in conformity lvith U.S. generally accepted accounting principles.

Certain representations in ttris letter are described as being limited to matters that are material. Items are
considered material, regardless of size, if tlrey involve an omission or misstatement of accounting
information that in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

We conftrm, to the best of our knowledge and belief, as of March 29,2013, the following representations
made to you during your audit:

l. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
June 28, 2012, for the preparation and fair presentation of the financial statements in accordance with
U.S. generally accepted accounting principles.

We have made available to you;

a. All records, documentation, and information that is relevant to the preparation and fair
presentation of the financial statements;

b. Additional information that you have requested from us for the purpose of the audits;

c. Unrestricted access and the full cooperation of personnel within the entity from whom you
determined it necessary to obtain audit evidence; and

d. All minutes of the meetings of stockholders, directors, and committees of directors, or
summaries of actions of recent meetings for which minutes have not yet been prepared.

Except as disclosed to you in writing, there have been no communications from regulatory agencies
concerning noncompliance with, or deficiencies in, financial reporting practices.

2.

3.
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There are no:

a, Violations or possible violations of laws or regulations, whose efilects shoutd be considered for
disclosure in the financial stabments or as a basis for recording a loss contingency.

b. Unasserted claims or assessments that our lawyer has advised us are probable of assertion and
must be disclosed in accordance with Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) 450, Contingencies.

c. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by
FASB ASC 450, Contingencies.

d. Material tansactions that have not been properly recorded in the accounting records underlying
the financial statements.

e, Events that have occuned subsequent to the balance sheet date and through the date ofthis letter
that would require adjustment to or disclosure in the financial statements,

All known actual or possible litigation and claims have been accounted for and considered for
disclosure in accordance with ASC 450, Contingencies.

We acknowledge our responsibility for the design and implementation of progmms and conhols tb
Prevent and detect fraud; for adopting sound accounting policies; and for the design, imptementation
and maintenance of internal control relevant to the preparation and fair presentati,on of the frnanclat
statements and to provide reasonable assurance against the possibility of misstatements that are
material to the financial statements whether due to error or fraud.

There are no deficienc'ies, significant deficiencies, or materiat weaknesses in the design or operation
of internal contol over financial reporting of which ws arr alvare, which could adveisety ifect ttre

9otP"!v'! ability to initi1t9, authorize, record, process, or report financial data. We have applied
the definitions of a "significant deficiurcy" and a "materiai weakness" in accordance wiih the
definitions in AU{ Section 265, Communicating Internal Control Related Matters ldentified in ot
Audit.

We have disclosed to you the results of our assessment of the risk that the financiat statements may
be materially misstated as a result of fraud.

we have no knowledge of any fraud or suspected fraud affecting the entity involving:

a. Management

Employees who have sigrificant roles in intemal conhol over financiat reporting, or

others where the fraud could have a material effect on the financiat statements.

We have-no knoryledge of any allegations of fraud or suspected fraud affecting the entity received in
communications from employees, former employees, analysts, regulators, short sellers, or others.

The Company has no plans or intentions that may materialty affect the carrying value or
classification of assets and liabilities.

5.

5.

7,

9.

b.

c.

10.

It.
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12, We have no knowledge of any officer of the Company, or any other pemon acting under the direction
thereof, having taken any action to fraudulently influence, coerce, manipulate or mislead you during
your audit.

13. The following have been properly recorded or disclosed in the financial staternents:

Related party relationships and tansactions, of which we are aware, in accordance with the
requirements ofU.S. generally accepted accounting principles, including sales, purchases, toans,
transfers, leasing arrangements, guarantees, ongoing contractual commitments and amounts
receivable from or payable to related parties.

Guarantees, whether written or oral, under which the Company is contingently liable, including
guarantee contracts and indemnification agreements pursuant to FASB ASC 460, Guarsttees.

c. Significant estimates and material concentations known to management Brat are required to be
disclosed in accordance with FASB ASC275, Rislcs and tJncertainties.

Significant estimates are estimates at the balance sheet date, which could change materially within
the next year. Concenhations refer to volumes ofbusiness, revenues, available sources ofsupply, or
markets or geographic areas for which it is reasonably possible that events could occur which woutd
significantly disrupt normat finances within the next year.

d. Significant common ownership or management contol relationships requiring disclosure.

e. Capital stock repurchase options or agreements or capital stock reserved for options, warrants,
conversions, or other requirem ents.

Arrangements with financial institutions involving compensating balances or other arrangements
involving restrictions on cash balances and lines of credit or similar arrangements.

Agreements to repurchase assets previously sold, including sales with recourse.

Changes in accounting principle affecting consistency.

The Company has satisfactory title to all owned assets, and there are no liens or encumbrances on
such assets, nor has any asset been pledged as collateral.

The Company has complied with all aspects of laws, regulations, and contractual agreements that
may affect the financial statements, in the event of noncompliance.

There have been no:

Instances of fraud that could have a material effect on the adjustments.

Allegations, either wriften or oral, of misstatements or other misapplication of accounting
principles in the Company's adjustnents that have not been disclosed to you in writing.

c. Allegations, either wrifien or oral, of deficiencies in intemal conhol that could have a material
effect on the Company's adjustunents that have not been disclosed to you in writing.

14.

15.

g
E'

h.

i.

a.

b.
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d. False statements affecting the Company's dustnents made to you, our internal auditors, or
other auditors who have audited entities under our control upon whose work you may be relyng
in connection with your audit.

16. There are no material transactions that have not been properly recorded in the accounting records
underlying the adjustments.

Receivables reported in the financial statements represent valid claims against debtors for sales or
other charges arising on or before the balance sheet date and have been appropriately reduced to their
estimated net realizable value.

The following information about financial instruments with off-balance-sheet risk and financ,ial
instruments with concentations of credit risk has beon properly disclosed in the financial statements:

Extent nature, and terms of financial inskuments with off-balance-sheet risk;

The amount of sredit risk of financial instruments with off-batance-sheet credit risk, and
information about the collateral supporting such financial instruments; and

c. Sigttificant concentrations of credit risk arising from all financiat instuments and information
about the collaterat supporting such financial instruments.

The Company has accounted for asset retirement obligations in accordance with FASB ASC 410-20,
Asset Retirement and Environmental Obligations -- Asset Retirement Obligatiors. AII legai
obligations, including those under the doctine of promissory estoppel, assmiated with the retirement
oftangible longJived assets have been recognized. The Company recognized the obtigations at fair
vatue.

The Company has appropri{ely grouped long-lived assets together for purposes of assessing
impairment in accordance with FASB ASC 360, Property, tlant od Equipment.'We have reviewed
long-lived assets, including amortizable intangible assets, to be held and used, for impairment
whenever events or changes in circumstances have indicated that the carrying amount of tire assets
might not be recoverable. Provision has been made for any material adjustments to long-tived assets
including amortizable intangible assets.

We are responsible for making the fair value measurements and disclosures included in the financial
statements in accordance with FASB ASC 820, Fair Value Measurement md Disclosares, including
determining the fair value of assets and liabitities for wtrich there has been a sigrificant decrease in
the volume and level of activity in retation to the normal market activity for those assets or liabilities
(or similar assets or liabilities) or for which ransactions are deemed not orderly. As part of fulfilling
this responsibility, we have established an accounting and financial reporting piocess for determining
the fair value measurements and disclosures, in accordance with the fiir vatue techniques included in
FASB ASC 820, considered the appropriateness of valuation techniques, adequately supported any
significant assumptions used, and ensured that the presentation and disclosure of thi'fair value
measurements are in accordance with U.S. generally aecepted accounting principtes including the
disclosure requirements of FASB ASC 820. It/e believe thi assumptions ana tectrniques used b-y us,
includingthose used by specialists engaged by us, are in accordanci with the definition of fairvalue
in FASB ASC 820 and the disclosures adequately describe the tevel of the inputs used in the fair
value measurement, in accordance wittr the fair vatue hierarchy in FASB Asc 8r0.

17.

18.

a.

b.

19.

20.

21.
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We believe that all material expenditures that have been deferred to future periods will be

recoverable.

We believe that the actuarial assumptions and methods used to measurc pension liabilities and costs
for financial accounting purposes are appropriate in the circumstances,

Provision, when material, tus been made for:

Losses to be sustained from inability to fulfill any sales commitments.

Losses to be sustained as a result of purchase commifinents for inventory quantities in excess of
normal requirements or at prices in excess ofttre prevailing market prices.

c. Losses to be sustained as a result of the reduction of excess or obsotete inventories to their
estimated net realizable value.

All sales transactions entered into by the Company are finat and there are no side agreements with
customers, or other terms in effect, which allow for fre return of merchandisg except for
defectiveness or other conditions covered by usual and customary warranties.

The Company has properly accounted for and disclosed those arrangements in which goods and
services, or both, are to be delivered separately in a bundled sales arrangement in accordance wittr
FASB ASC 605-25, Revenue Recognition -- Multiple-Elemmt Arrotgements., as amended by FASB
ASU 2009-13, Revenue Recognition (Iopic 605): Multiple-Deliverable Revenue Arrongeruents
(FASB ASU 2009-13).

The financial statemcnts disclose all of the matters of which ri/e are aware that are relevant to the
entiEr's ability to continue as a going concern, including significant conditions and events, and our
plans.

A valuation allowance against defened tax assets at the balance-sheet date is not considered
necessary because it is more likely than not the deferred tax asset will be fully realized.

The calculations of crurent and deferred tat( expense (benefrt) and the measurement of the related
cur€nt and defened tax assets and liabilities have been determined based on appropriate provisions
of applicable enaeted ta:r laws and regulations.

Uncertain tax positions have been accounted for in accordance with the provisions of FASB ASC
740, Income Tmes.

We have not received any advice or opinion that contradicts the Company's support for dre tax
accrual related matters, that contradicts the Company's financial statement amounts and
presentations, orthat is necessary to understand the Company's ta:c accrual and related matters.

We have disclosed to you all accounting policies and practices we have adopted that, if applied to
significant items or transactions, would not be in accordance with U.S. generally accepted
accounting principles. We have evaluated the impact of the application of each such policy and
practice, both individually and in the aggregate, on the Company's current period financial
statements and our assessment ofinternal control over financial reporting and the expected impact of
each such policy and practice on future periods' financial reporting. We believe the effect of these
policies and practices on the financial statements is not material. Furthermore, we do not believe the

22.

23.

24.

25.

26.

a.

b,

27.

28.

29.

30.

31.

32.
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impaot of 6e application sf these polioies urd practices witl bc mst€rial to the financial statemenb in
frrtrue periods.

Furthcr, we confirm ttrat we are responsiblc for the fair presertation in the finEnoial statementr of fmancial
positio4 resuls of operetions, and cash flows in conformity with U.S. genorally aocoptcd accounting
prinoiples.

Vuytulyyouru,

E. Ritrcr Telophone Company

E. Ritter Commwicatlotu Holdings, Inc.
E. Ritter Teleplow Cotttpoty

Director ofAeontbry
E. Riuer Commuicatlons Holdings, htc.
E. Rltal, Telepilone Conpory

ChiefFhotcial Ofic*, E. Naer &Conpany
Secretryllleasu*, E Rittq Tel eplwu Company

CwV iir#ii *a Bus iness Inteltigence offrcer
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KPMG LLP
Suite 900
50 North Front Street
Memphis, TN 3S103-1194

..:i[:;;ffI-
May 1,2013

Audit Committee
E. Riner & Company
Marked Tree, Arkansas

Ladies and Gentlernen:

In planuing and performing our audit of the financial statements of E. Ritter & Company
(theCompany) as of and for the year ended December3l,2012, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's
internal eontrol over finaucial reporting (internal conhol) as a basis for designing audit
procedures that are appropriate in the circumstarces for the purpose ofexpressing our opinion on

the financial statements, but not for the pqpose of expressing an opinion on the effectiveness of
the Company's internal control. Accordingly, we do not express an opinion on the effectiveness
of the Company's internal control.

Our consideratioa of internal control was for the limited purpose described in the preceding
paragraph and was not desigaed to identify all deficiencies in internal control that might be
material weaknesses and/or significant deficiencies and therefore, material weaknesses and/or
significant deficiencies may exist that were not identified. However, as discussed below, we
identified certain deficiencies in intemal control that we consider to be significant deficiencies.

Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are

subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

A deficiency in internal control exists when the design or operation ofa control does not allow
management or employees, in the normal course of perforrring their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakuess is a

deficiency, or a combination of defrciencies, in intemal control, such that there is a reasonable

possibility that a material misstaternent of &e entity's financial statements will not be prevented,

or detected and corrected on a timely basis. The identified significant deficiency described
below is not considered to be material weakness.

A sipificant deficiency is a deficiency, or a combination of deficiencies, in intemal control that
is less severe than a material weakness, yet important enough to merit attention by those charged

with governance. We consider the following deficiencies in the Company's internal control to be

signifi cant deficiencies:

KPIr,tG LLF b r odMc Lnit d li&EV prdnar$ip,
fE U-S. m.inb.r frm of KPMG lnlmgtoffl Coooflbe
fXPirlG lni!iladood'). t Sul$ sBy.

fCG \lfial\ 
Roonr
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Nonroutine Transactions

The Company's existing control structure failed to prevent or detect a number of errors related to

the presentation and disclosure of certain activities related to acquisitions and divestitures. We

recommend that management reevaluate their control structure regarding the accounting,

presentation and disclosure for nonrecurring kansactions'

Management Response

Management agrees that our operating structur€ was not effective in developing the information

needed to propedy record and document the purchase accounting details of the Millington

acquisition transaction on a timely and accurate basis. We underestimated the complexity of the

task, under-resourced the implementation, and required more support from KPMG than should

have been required. Our accounting systems and processes are focused on recording transactions

and issuing intemal financial statements. IE 2013, we must develop additional capacity to

manag€ our external financial reporting and to be prepared for future transactions as we grow the

Company.

This communication is intended solely for the inforrnation and use of management, the audit

committee of E. Ritter & Company, and others within the organization, and is not intended to be,

and should not be, used by anyone other than these specified parties. E. Ntter & C-ompany's

written response to the significant deficienry identified in our audit was not subjected to the

auditing procedures applied in the audit ofthe finaneial statements, and accordingly, we exPress

no opinion on it.

Very tmly yotus,

t1?l,"C- LL?

Memphis, Tennessee


